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OATH OR AFFIRMATION

I, Charles J. Gogela ' K B L - , swear (or affirm) that, to the best of

my knowledge and belief the’ accorﬁpanying financial statement and supporting schedules pertaining to the firm of
Central Discount Stockbrokers, Inc. L ' k : o ., as

of: December 31 ;20 03 ,‘are true and correct. I further swear (or affirm) that

neither the company nor any partner propnetor principal ofﬁcer or director has any proprietary interest in any account

classified solely as that of a customer, except as follows:

| U OUE

L . , Lo \ ’ ’ ;.
PPy, ’ o | / 4
R Si‘gﬂature\j (

President
Title

~ Notary Public

This report ** contains (check all apphé‘éﬁ?@’ﬂﬁﬂ@%ﬁ‘"“’-’s Feb. 13, 2008

B} (a) Facing Page. .

A (b) Statement of Financial Condition.

4 (c) Statement of Income (Loss). _

¥ (d) Statement of Changes in Einancial-Condition. Cash Flows :

X (e Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

O (f) Statement of Changes in Liabilities‘Subordinated to Claims of Creditors.

™ (g) Computation of Net Capital. :

O t Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3- 3

(0 (i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

a 0 A Reconciliation, including appropriate eéxplanation of the Computation of Net Capital Under Rule 15¢3-3 and the
. Computation for Determination of the Resérve Requirements Under Exhibit A of Rule 15¢3-3. .

[] (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
, consolidation. '

4 (1) An Oathor Affrmatlon

O (m) A copy of the SIPC Supplemental Report. S

O (n) Areportdescribing any materlal inadequacies found to exist or found to haveexisted since the date ofthe previous audlt

C "f*For conditions of confidential treatment ofcerlain parlion’s ofthisﬁling, see section 240.I7a,-5(e)(3).
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:Report of Ind'ependent Certified Public Acccuntants

The Board of Directors and Stockholder |
Central Discount Brokers, Inc.
Fort Collins, Colorado

We have audited the accompanying statements of financial condition of Central Discount Brokers,
Inc. as of December 31,2003, and the related statement of operations, cash flow and stockholder’s
equity for the year then ended that you are filing pursuant to rule 17a-5 under the Securities
Exchange Act of 1934. These financial statements are-the responsibility of the Company’s
management. Our responsibility is to express an opinion on these financial statements based on
our audit. The financial statements of Central Discount Brokers, Inc. as of December 31, 2002 and
for the year then ended were audited by other auditors whose report dated January 16, 2003
expressed an unqualified opinion on those statements.

We conducted our audit in accordance with auditing standards generally accepted in the United States
of America. Those standards require that we plan and perform the audits to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit includes
exammmg, on a test. basis, evidence supporting the amounts and disclosures in the financial

- statements. An audlt also includes assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall financial statement preseritation. We believe
that our audlt prov1des a reasonable basis for our opinion. -

In our opinion, the 2003 ﬁnancial statements referred to above present fairly, in all material respects,
the financial position of Central Discount Brokers, Inc. at December 31, 2003 and the results of its
operations, cash flows and changes in stockholder’s equity for the year then ended in conformlty with
accounting prlnc1ples generally accepted in the United States of Amerlca |

Our audit was conducted for the purpose of forming an oplmon on the basic financial statements
taken as a whole. The information contained in the supplementary schedule on page 11 is presented
for purposes of additional analysis and is not a required part of the basi¢ financial statements, but is
supplementary information required by Rule 17a-5 of the Securities Exchange Act of 1934. Such ‘
.information has been subjected to the auditing procedures applied in the audit of the basic financial
statements and, in-our opinion, is fairly stated in all material respects in relation to the basic ﬁnanmal '
statements taken as-a whole. ‘ '

Hhcen %M/M e

L1tt1eton Colorado =
January 22, 2004 P —
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Central Discount Brokers, Inc.
Statements of Financial Condition

December 31, 2003 and 2002

Assets

Total Liabilities and Stockholder s Equlty

2003

- The accompanying notes are an intégral part of these statements.

2

- 2002
Current Assets ‘
Cash o $ 89814 $ 107,137
" Restricted cash 15,000. 15,000
Trade accounts receivable 34,934 20,859
Other receivables . 2,631 7,727 .
Prepaid expenses 709 780
~ Total Current Assets . 143,088 _ 151,503
Liabilities and Stockholder's Equity |
Property, Plant & Equlpment ' .
Computers ‘ 13,070 16,252
*Furniture and fixtures 8,765 9,011
. Leasehold and other 1mprovements - 4,944 © 4,944
Automobiles © 41,900 - 41,900 -
Total =~ 68,679 72,107
Accumulated deprematlon - 33,158 30,884
Net Property, Plant- and Equlpment 35,521 ‘41,223
Other Assets
Deposits - 400
Deferred tax asset 1,907 1,907
Total Other Assets 1,907 2,307
Total Assets $ 180,516  $§ 195,033 -
Current Liabilities - - : C
Accounts payable and accrued expenses - ©$ 22,039 § 10,340
Accrued payroll and payroll taxes. . 10,521 9,570
Current portion of long term debt - ‘ 4,418 -
To{talCurrent ,Liabﬂjties - 36,978 19,910 -
Long-Term Debt :
Notes payable . 4,418 -20,497
Less Current portion of Long-Term Debt -+ 4,418 ‘ -
Total Long-Term Debt - 20,497
Stockholder's Equity o
Common Stock, no par value: 197,682 - 197,682
Accumulated deficit (54,144 (43,056)
: Total Stockholders' Equlty 143,538 154,626
$ 180,516  $ 195033



. Central D|scount Brokers Inc

Statements of Operations '
For the Years Ended December 31,2003 and 2002

Revenues
"Commissons
Other . -

‘Total Revenues

Expenses
Salaries; commissions and beneﬁts
'Loss on disposal of equlpment
Other operatmg

| T otal Expenses |
Net Income (Loss) Before Taxes

Pr0v151on for Income Taxes

Tax benefit of net operatmg loss carryback ’

Current tax provision

. Net Income (-Lbss)

= " Net Income Tax Benefit (Expense)

2002

3

The accompanying notes are an integral part of these statements.
. - 3 - .

$

2003

259,924  $ 285,661
18,922 23,549
278,846 309,210
135,044 149,662
-
289,927 311,191
C(11,081) (1,981)

11,081

1,981



Central Discount Brokers, Inc.
~ Statements of Cash Flows
For the Years Ended December 31 2003 and 2002

_ : _ 2003 - 2002
" Cash Flows From Operating Activities : -
Cash received from commissions PR o $ 245,849 $ 287,915
Cash paid for ‘ o S 4 -.
Suppliers and clearing frm -~ - , ‘ (134,093) (166,411)
- Employees and independent contractors S (126,309) (135,838)
Interest received o _ ' o ‘ 18,922 23,986
Interest Paid . o : (323) - (236)
Net Cash Provided (Used) by Operatmg Act1v1t1es E 4,046 9.416
Cash Flows From Investing Activities . ‘ , : S
Acquisition of furniture and equipment - . : e (5,290) (1,405)
Net Cash Provided (Used) by Operating Activities =~ (5,290) ~ (1,405)
Cash Flows From Financing Activities - ‘ ,
' Principal payments on notes payable - (16,079) (16,964)
- Proceeds common stock ‘ R _ . - -
' ‘ Transfer to parent company L . - -
Net Cash Provided (U sed) by Fmancmg Act1v1t1es ‘ (16,079) (16,964)
~ Net (Decrease) Increase in Cash o ‘ ‘(17,323) (8,953)
B Cash at Begmnmg of‘the Year L . , ] L 107,137 116,090 -
Cash at End of the Year S ©$. 89814 $ 107,137
Net income (loss) ‘ | g $ (11,081) - $ (1,981)
~Adjustments to reconcile net income to net cash ‘ '
- 4 used by operating activities: o .; : o '
Depreciation o R 10,985 - 11,946
Loss on disposal of assets - B S - 53
Changes in operating assets and labilities: ’ S
Commussions receivable S - (14,075) 2,244
~ Prepaids © ] e ' 71 . 405
Other receivables S o 5,096 437
Deposits , v SR - 400
Accounts payable . , ' , 11,699 C (1, 131)
Accrued expenses : : 951 - (2,557)
- - Net Cash Prowded (Used) by Operatmg Activities - -$ 4,046 ; $ 9416

" The accempanying notes are an integral part of these statements. .
, , - - 4



o

Central Dlscount Brokers Inc
- Statements of Stockholder's Equity

‘ For the Years En:ded, Qecember, 31, 2003 and 2002-

Retained

_ Balance December 31,2001 100,000,000

' Adchtlonal capital contrlbuted - -

Netmcome ' L=

Balance Dgcember‘31, 2002 IOO;IOOO,OOOI.

Roundi’ng differences - -  ; SRS
’ Netmcome o ' -

_Common Stock " Earnings Total
~ . Authorized ‘Shares - Amount ' Amount- Amount
' 27,693,944 $197,682. $(41,075) - $156,607
- - (1,9811) - (1,981)
| 27,693,944 197,682 (43,056) 154,626
- - :
- - (11,081) . . (11,081)
27.693.944  $197.682 $143.545

"J@BalanceDecembersl 2003 100,000,000

‘3(54.144)

The’aécomp‘anyihg notes are.an integral part of these statements.




Central Discount Brokers, Inc.
‘Notes to Financial Statements
- December 31, 2003 and 2002 '

Orgariization and Significant Accounting Policies

Orgamzatlon and Nature of Business

Central Discount Brokers, Inc. dba Central Discount Stockbrokers, Inc. (the Company) was
~ ‘incorporated in the State of Colorado on June 18, 1985 for the purpose of providing brokerage
services.

The Company 1sa reglstered broker dealer under the Secuntres and Exchange Act of 1934 (the
Act), with 1its principal activities cons1st1ng of traditional securities business. Income from
~ commissions on stock transact1ons is recorded on a trade date basis, which is the date that a -
transaction is executed.

The Company operates pursuant to paragraph (k)(2)(B) of Rule 15¢-3 of the Act and does not
carry customer accounts or clear’ transactions. Accordingly, all consumer transactions are
executed and cl_eared on behalf of the Company by RBC Dain Correspondent Services (Dain)
~on a fully disclosed basis. The Company’s agreement with Dain provides that, as clearing
broker, Dain will keep such records of the transactions affected and cleared in the cstomer
accounts as are customarily made and kept by a clearing broker pursuant to the requirements of
Rules 17a-3 and 17a-4 of the Act, and perform all services customarily incident thereto. All
customer funds and securities received, if any, are promptly transmitted directly to Dain. As a

result, the Company is exempt from the remammg provisions and requirements of Rule 15¢-3
of the Act

- ~ Cash and Cash Equlvalents ~ :
For | purposes of the statement of changes in ﬁnan01a1 position, the Company con51ders all
highly liquid financial 1nstruments purchased with a maturity of three months or less to be cash
‘ equlvalents '

Use of Estlmates " :

The preparation of ﬁnanmal statements n conformlty with generally accepted accounting'
principles requires management to make estimates and assumptions that affect the amounts
reported in the financial statements and accompanying notes. Actual results could differ from
these estlmates '

Restricted Cash
Restricted cash i1s held by the’ clearmg broker as a depos1t until such time as the contract_
between the company and the clearing broker is terminated. '



Central Discount Brokers, Inc.
Notes to Financial Statements (continued)
December 31, 2003 and 2002

Organization and Significant Account’in‘g Policies (continued)

Furmture, Equlpment and Deprecnatlon :

-Furniture and equipment are recorded at acquisition cost or fair market value' at the time of
contribution. Depreciation is computed using accelerated methods over the assets' estimated
useful 11ves ’ L : :

- Notes Payable ‘

Note payable paid in monthly installments of $7OO with. 2003 2002
interest at 1.9%, final payment due June 2005. An

~ additional principal , payment of S8, 000 was paid in _

‘ December 2003, ‘ : , _ $ 4418 $ 20,497

Income Taxes -

“The Company recognizes defeired tax liabilities and assets based on the difference between the
financial statements and tax basis of assets and liabilities using the enacted tax rates in effect
for the year in which the differences are expected to reverse. The measurement of deferred tax -
assets is reduced, if necessary, by the amount of any tax benefits that, based on available
evidence, are not expected to be realized. Deferred taxes result from utilizing accelerated
deprec1at1on methods for tax PUIPOSES. '

Income tax expense differs from amounts that would be calculated by applylng the federal
statutory rate because of the federal surtax, state income tax rates, certain nondeductible
expenses and net operatmg loss carrybacks if any

| o 2003 2002
Current income tax expense S : $ - 8§ -
Deferred income tax expense (beneﬁt) A, ‘ ‘ - -
‘ Income tax expense (benefit) : A 3 : $ - S - -

At December 3'1', 2003, net operatiﬁg, losses of $67,983 are available for carryforward to offset
future earnings. These carryforwards expire in various amounts through the year 2023.



- Central Discount Brokers, Inc.
Notes to Financial Statements (continued)
~ December 31, 2003 and 2002

2. Income Taxes ( continued)

Deferred Tax AsSets

o - . . 2003 2002
Related to net operating losses ‘ ’ $ 13,479 § 12,308
Valuation allowance ' PR ' ‘ 11,572 10,401

TJetdefenedtaxzmset e R $ 1,907 $ 1,907

“Reahzatlon of this asset is dependent upon generatlng sufﬁc1ent taxable income pnor to -
explratlon of the loss carryforwards ‘

3. _'Ne’t'CapitaI Requirements'

- Pursuant to -the net capital provisions of Rule 15¢3-1 of the Securities and Exchange

- Commission,. the Company is required to maintain a minimum net capital, as defined under '
~such provisions. Net capital and the related net capltal ratio. (aggregate indebtedness to net
- capital) may fluctuate on a da11y basis.

According to Rule 15c‘3.-1,'the Company’s net capital ratio shall not.exceed 8 to 1 for the first
twelvé months of operation as a broker-dealer and 15 to 1 thereafter. In addition, equity capital -

* may not be withdrawn or cash dividends paid 1f the resulting net capltal ratio would exceed 10
to 1. Net capltal data is as follows: . : : :

. Net Capital | Aggregate _
‘ ‘ Net Capital Requirements  Indebtedness  Capital Ratio
December 31,2002 - $ 100 415 $ 50,000 $ 40,407  .40to1l

December 31,2003 ' 104,301  § 50,000  § 36978 - 35t0l

4. Related Party Transactions

Dunng the years ended December 31, 2003 and 2002 the company paid to its sole shareholder
1$35,500 and $22 500 in rents for the office space occupled by the company ;



Central Dlscount Brokers, Inc

-Notes to Financial Statements (continued)
December 31, 2003 and 2002 '

. ’Coincentrations‘ of Risk

The Company is engaged in the business of providing broker services. Substantially all income
is derived from commissions earned on sales of investment securities. Commission income can
vary due to fluctuations in the volume of transactions, the dollar value of transactions, and the
frequency of transactions, all of which are generally beyond the control of the Company. The
Company’s revenues are impacted by global, national, regional and local economic forces and-
trends. Additionally, the Company is dependent on the sales efforts of a small number of
brokers. Changes in sales activities by brokers could impact the Company. Investing activities
by a customer or group of customers could also affect the Company



| ~ Central Discount Brokers, Inc.

.Supplementafy Information



Central Discount Brokers, Inc.
Computation of Aggregate Indebtedness
-and Net Capital Pursuant to Rule 15¢3-1

For the Years Ended December 31, 2003 and 2002

2003

: 2002
Net Capital : ‘ - : : : ; o
Total stockholder's equlty P R ~ $143,538 $143,545
- Deductions . B , ' A o ‘
Equipment and fumiture, net o _ 35,522 41,223 -
Receivables, from related parties R ‘ B 1,000 S
Club membershlp and deposit .~ | - S -
Other assets R A 2,715 1,907
. : ~ Total Deductions R 39237 43,130
. TotalNet Capital .~~~ . | $104,301  $100,415
'Aggregafe Indebtedness . ’ - S
Payables and accruals ‘ : $ 32,560 $ 19910 .
_ " Income taxes payable - . - o - E -
- ' " Notes payable : - : - 4,418 20,497
‘ TotélAggregqte Indebtedness =~ . ©$.36978  $ 40,407
Computation of Basic Net Capital Requirements o
i Required minimum net capital s % 5000 - % 5,000
Capital in excess of required minimum v R - 0§ 99,301 $ “95,41'5
* Ratio of aggregate indebtedness to net capital o . : 0.35 0.40

" Reconciliation with Company's computation included in Part II of Form X-17a-5:"
Net capital, as reported in Company's Part IT , R
(unaudited) FOCUS Report _ R $104,301
No adjustment necessary : . -

“Net capital per above | . | $104,301

10




Mason Russell West, LLC
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Littleton, Co 801 20-2337
Telephone 303-797-9101 Fax 303-795-3356
e-mail: cpas@mrwliic.com

" DICK MASON ‘ o ’ I ' i ' S CERTIFIED PUBLIC ACCOUNTANTS
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Report of Independent Certified Public Accountants
- on
Internal Control Structure Reqmred by SEC Rule 17a 5

The Board of Directors and Stockholder
Central Discount Brokers, Inc.
Fort Collins, Colorado

In planning and performing our audit of the financial statements of Central Discount Brokers, Inc. (the
. Company) for the year ended December 31, 2003, we considered its internal control structure including
~ procedures for safeguarding securities, in order to determine our auditing procedures for the purpose of

expressing our opinion on the ﬁnanc1al statements and not to provide assurance on the internal control

structure.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission (Commission), we have
made a study of the practices and procedures (including tests of compliance with such practices and
procedures) followed by the Company that we. considered relevant to the objectives stated in Rule 17a-5(g) in
making the periodic computations of aggregate indebtedness (or aggregate debits) and net capital under Rule
17a-3(a)(11) and the procedures for determining compliance with the exemptive provisions of Rule 15¢-3-3."

- We do not review the practices and procedures followed by the Company in making the quarterly securities
examinations, counts, verifications, and comparisons, and the recordation of differences required by Rule 17a-

~ 13 or in complying with the requirements for prompt payment for securities under Section 8 of Regulations T

~of the Board of Governors of the Federal Reserve System, because the Company does not carry security
accounts for customers or perform custodial functions relating to customer securities.

The management of the Company is responsible for establishing and maintaining an internal control structure
and the practices and procedures referred to in the preceding paragraph. In fulfilling this responsibility,
estimates and judgments by management are required to assess the expected benefits and related costs of
internal control structure policies and procedures and of the practices and procedures referred to in the
preceding paragraph and to assess whether those practices and procedures can be expected to achieve the
Commission’s above-mentioned objectives.

- Two of the objectives of an internal control structure and the practices and procedures are to provide
management with reasonable, but not absolute, assurance that assets for which the Company has responsibility
are safeguarded against loss ‘from unauthorized use or disposition and that transactions are executed in
accordance with management’s authorization and recorded properly to permit preparation of financial
statements in conformity with generally accepted accounting principles. Rule 17a-5(g) lists add1t10na1
-objectives of the practlces and procedures listed in the precedlng paragraph

Because of inherent limitations in ,any intemal control structure or the practices and procedures referred to
above, errors or fraud may nevertheless occur and not be detected. Also, projection of any evaluation of them
‘to future periods is subject to the risk that they may become inadequate because of changes in conditions or that
the effectiveness of their de51gn and operation may deteriorate.

Y mumuam«u
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. The Board of Dlrectors and Stockholders
Central Discount Brokers Inc. ‘
Page 2

Our consideration of the internal control structure would not necessarily disclose all matters in the internal
coritrol structure that might be material weaknesses under standards established by the American Institute of
Certified Public Accountants. A material weakness is a condition in which the design or operation of the
specific internal control structure elements does not reduce to a relatively low level the risk that errors or fraud
in amounts that would be material in relation to the financial statements being audited may occur and not be
detected within a timely period by employees in the normal course of performing their assigned functions. In
addition, our consideration of the internal control structure indicated that the Company was in compliance with
the conditions of the exemption under Paragraph (k)(2)(B) of Rule 15¢3-3, and no facts came to our attention
indicating that such conditions have not been complied with during the period. However, we noted the
following matter involving the internal control structure, including procedures for safeguarding securities, that
we consider to be a material weakness as defined above. This condition was considered in determining the
nature, timing and extent of the procedures to be performed in our audit of the financial statements of the
~ Company for the year ended December 31, 2003, and this report does not affect our report thereon dated

January 22 2004, x ‘

An effective internal control structure should have an adequate segregation of duties among the employees so
that a system of checks and balances is established. The primary accounting functions of the Company are
performed by one person (the majority owner) and appropriate supervision is not available. We realize it is
difficult to segregate duties when there is a limited number of employees. However, we believe that it is
important that management be aware that whenever a limited number of people are in control of the accounting
- function, there is a greater risk that errors or other irregularities, either intentional or unintentional, w1ll occur
and not bé detected i in a timely manner. )

We understand that practices and procedures that accomphsh the objectives referred to in the second paragraph
of this report are considered by the Commission to be adequate for its purposes in accordance with the
Securities and Exchange Act of 1934 and related regulations, the practices and procedures that do not
accomplish such objectives in all material respects indicate a material inadequacy for such purposes. Based on’
this understanding and on our study, except for the material weakness described above, we believe that the,
ACompany s practices and procedures ‘were adequate at December 31, 2003, to meet the Commission’s
_ objectives.

This report is intended solely for the information and use of the Board of Directors, management, the Securities
‘and Exchange Commission, the National Association of Securities Dealers, Inc., and other regulatory agencies
that rely on rule 17a-5(g) under the Securities Exchange Act of 1934 in their regulation of registered brokers
and dealers and is not intended to be and should not be used by anyone other than these specified partres

 Mason Gl e 14

January 22, 2004
Littleton, Colorado



